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Introduction 


On August 16, 1988 the Honourable Monique Vézina, 
Minister of State for Employment and Immigration announced a 
comprehensive review of the economic regions used in the 
administration of the Unemployment Insurance program. 


At the time of the announcement, the Minister noted 
that it had been twelve years since the last comprehensive 
review of these regions. In light of changes in the 
distribution of people and employment opportunities in 
Canada, a comprehensive review was in order to ensure that 
the UI program remained responsive and sensitive to 
differing economic conditions throughout Canada. 


This paper reports the results of this review and 
outlines background information on the considerations that 
led to a reconfiguration of the current set of UI economic 
regions. 


Section I presents the rationale for regional 
differentiation which has been an important characteristic 
of the UI program's design since 1971 and the reasons why 
the regions will change. It also details briefly the 
evolution of this principle through successive program 
changes. Section II summarizes the methodology used in 
arriving at the new configuration of UI economic regions. 
Finally, Section III outlines the policy response which 
resulted from the in-depth study conducted by Employment and 
Immigration Canada. 


Annex I presents a comparison of the number of regions 
by province under the current and new regional 
configurations. Annex II lists the urban regions under the 
new set of boundaries. Annex III provides maps detailing 
the new regional configuration. 
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Section I~: Why do we Need to Reconfigure the Current UI 
Economic Regions? 


One of the principles underlying the Unemployment 
Insurance program is that the income protection available to 
program contributors should reflect the economic 
circumstances in the region where they live. Hence, for any 
given level of work attachment, the UI program provides more 
extensive income protection to claimants in those regions of 
the country where employment prospects are less favourable 
and where jobs are less stable. 


This principle of regional differentiation in the 
design and application of the UI program has been a hallmark 
of the program since 1971. The principle was introduced in 
recognition of the fact that all areas of the country were 
not equal in terms of employment opportunities and 
employment stability. Today, this principle is reflected in 
program qualifying requirements and benefit durations which 
vary according to the unemployment rate prevailing in the 
region in which the claimant resides. 


To measure prevailing unemployment rates, the country 
is divided into UI economic regions. The building blocks of 
the regional boundaries are the regions used by Statistics 
Canada for the purposes of its Labour Force Survey. 

Regional boundaries are drawn to reflect homogeneous labour 
markets and to ensure the reliability of unemployment 
statistics. The regional unemployment rate, as a barometer 
of labour market conditions within each region, is then used 
to determine the weeks of benefit entitlement and qualifying 
conditions applicable to individuals in that region. 


Between 1971 and 1977, the country was divided into 16 
large regions. The configuration included one region in each 
of Newfoundland and Nova Scotia; one region consisting of 
New Brunswick and Prince Edward Island; three in Quebec; 
four in Ontario; one in each of Manitoba, Saskatchewan and 
Alberta; and two in British Columbia. The sixteenth region 
was made up of the northern portions of Ontario, Quebec, the 
Prairies, British Columbia, as well as the Yukon, the 
Northwest Territories and Labrador. 
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Under the benefit structure in place over that period, 
claimants were entitled to a maximum of 18 weeks of benefits 
based on the regional unemployment rate. These benefits 
were available in discrete steps of 6, 12 or 18 weeks, 
depending on the prevailing regional unemployment rate. 


The introduction of Regional Extended Benefits in 
1977 strengthened the principle of regional equity in the 
application of the UI program. Benefit entitlement based on 
the regional unemployment rate was increased to a maximum of 
32 weeks. As well, entitlement to such benefits became much 
more sensitive to changes in the regional unemployment rate. 
For each one-half percentage point that the regional 
unemployment rate was above 4%, claimants were entitled to 
receive 2 extra weeks of benefits under the Regional 
Extended Benefits phase of the program. 


This change was accompanied by the introduction of a 
Variable Entrance Requirement which made program qualifying 
requirements dependent on the regional rate of unemployment. 
Together, these measures substantially increased the 
sensitivity of the UI program to regional economic 
conditions. To reflect this increased program sensitivity 
to variations in regional unemployment rates, a reconfigured 
set of regions was introduced in 1978. This change 
established the basis for the 48 UI economic regions we have 
today. 


Since the last comprehensive review of the regions in 
1977, there has been a series of minor revisions to the 
regional boundary configuration. Adjustments have been made 
to regions in the Atlantic Provinces, Ontario and Quebec. 


Since the current configuration of 48 economic regions 
came into effect, there have been significant changes in the 
country's industrial and economic structure. These changes 
have been precipitated by a number of developments, both 
domestic and international in nature. 


Most important among these was the severe economic 
downturn of 1981/82 which forced a major restructuring of 
Canadian industry. The introduction of new technologies in 
micro-electronics and telecommunications have also had an 
important effect on Canadian industry. Finally, 
international developments, including the dramatic rise and 
fall of crude oil prices in the late 1970's and early to 
mid-1980's, and large swings in the price of many primary 
commodities, have significantly altered the industrial 
profile of the Canadian economy. 
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The evolution of the country's economic and industrial 
structure has led to significant changes in regional labour 
markets and in the distribution of job opportunities. 
Because of this, many of the current UI economic regions no 
longer reflect local labour market conditions. This has led 
to some criticism of the current system. 


The most important criticism of the present 
configuration is that, in many cases, the current set of UI 
regions may not adequately define local labour market 
conditions. Urban and rural areas, sometimes with vastly 
different labour market conditions, are lumped together ina 
single UI region for the purpose of determining eligibility 
for, and entitlement to, UI benefits. Claimants in the 
higher unemployment areas are therefore required to meet 
entrance requirements and accept benefit durations which are 
more appropriate to areas of greater economic opportunity. 


A further factor which argues for a reconfiguration of 
the current set of 48 regions is more technical in nature. 
In 1984, Statistics Canada altered the composition of its 
economic regions and the sampling design of the Labour Force 
Survey. It is through this monthly survey by Statistics 
Canada that estimates of regional unemployment are derived. 


The reconfiguration of the UI economic regions will 
ensure that measured unemployment rates represent the 
economic realities faced by UI claimants in some areas. 
Regional unemployment rates calculated under the new set of 
regions will be an improved barometer upon which to base 
entrance requirements and benefit entitlement. 


Independent of the major developments which have 
buffeted the Canadian economy since the last comprehensive 
review of the UI economic regions in 1978, it makes good 
policy sense to review labour markets and the composition of 
UI regions periodically. There are at least two reasons for 
this. Labour market conditions can change quickly as a 
result of the growth or decline of key regional industries. 
In addition, labour markets may evolve over time as 
residential and commuting patterns change. 
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Finally, on April 11, 1989 the Honourable 
Barbara McDougall, Minister of Employment and Immigration 
announced the outlines of a Labour Force Development 
Strategy for Canada. One of the program improvements 
announced at that time was an increase in the sensitivity of 
the UI program's qualifying requirements and benefit 
entitlement provisions. The amendments to the UI Act were 
tabled in the House of Commons on June 1, 1989. 


Although the comprehensive review was conceived 
independently of the Labour Force Development Strategy, the 
outcomes of the two initiatives are complementary. 
Heightened program sensitivity as proposed under the Labour 
Force Development Strategy makes it all the more important 
that measured unemployment rates in the regions reflect 
local labour market conditions as accurately as possible. 
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Section II: Methodological Summary 


In designing the new set of regional boundaries, 
Employment and Immigration Canada faced a number of 
constraints. First, the number of regions could not be too 
large. The greater the number of regions, the greater the 
risk of error in estimating unemployment on a monthly basis. 
The unemployment rate generated through Statistics Canada's 
Labour Force Survey would be very volatile because of the 
small population of the area being sampled. 


Equally, the department could not regroup too many 
areas into one region, thereby arriving at too few economic 
regions. Having too few regions would have been 
inconsistent with the stated objective of the exercise which 
was to achieve homogeneity of local labour markets. 


The cornerstone of the reform of the boundaries is the 
Census Metropolitan Area. The general concept of the Census 
Metropolitan Area is one of a very large urbanized core, 
together with adjacent urban and rural areas, which have a 
high degree of economic and social integration with that 
core. To be characterized by Statistics Canada as a major 
urban centre, the main urbanized core must have a population 
of at least 100,000. As well, the outlying areas must have 
at least 50% of the labour force working in the urbanized 
core or conversely at least 25% of the employed labour force 
of the outlying area living in the urbanized core. Hence, 
the principal variable used in characterizing these urban 
economic regions was the degree of mobility of workers 
between the urban core and outlying municipalities. 


The separation of these major urban centres from 
smaller urban and rural zones provides the basis for 
achieving homogeneity of labour markets. The division along 
urban/rural lines responds to the most common and legitimate 
criticism of the current regions: The inclusion of urban 
and rural areas, sometimes with different labour market 
conditions, in the same UI economic region. As mentioned in 
the previous section, this penalizes claimants in the higher 
unemployment areas subsumed within low unemployment regions 
since the entrance requirements and benefit durations they 
faced were those that were appropriate for an area with 
different labour market conditions. 


Once the urban regions had been determined using the 
Census Metropolitan Areas, the department was then faced 
with the challenging task of identifying relatively 
homogeneous labour markets for the smaller urban and rural 
areas of the country. 
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These regions were determined according to census 
areas. A detailed analysis of economic circumstances in the 
250 census areas in Canada was conducted to determine 
similarity in economic circumstances in the smaller urban 
and rural regions. Several variables were examined in 
determining the appropriate configurations. These included: 


° jYabour market. conditions (the evolution of 
employment and unemployment) ; 


° per capita individual and family incomes; and 
° the industrial composition of each area. 


Those census divisions with similar profiles were 
grouped together to form a region. Areas which were 
dissimilar formed separate regions. 


Consultations with officials of Employment and 
Immigration Canada at the regional level and with Statistics 
Canada were an important part of the review and analysis 
process. The proposed regional configuration has received 
the approval of the Canada Employment and Immigration 
Commission, which includes representatives of employers, 
employees and the government. 
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Section III: Policy Response - A Fairer, More Equitable 
System 


The Government is outlining a new configuration of 62 
UI economic regions -- 14 more than currently. The new 62 
regions will consist of 26 metropolitan regions and 36 
smaller urban and rural regions. Annex I presents a 
comparison of the number of UI economic regions by province 
under the current and new regional configurations. Annex II 
lists the urban regions under the new set of boundaries. 


Maps of the new regional configuration are included in Annex 
ES lg 


With the exception of Prince Edward Island, Northern 
British Columbia and Yukon/Northwest Territories, the 
boundaries of all regions will change. The creation of 
separate regions for the major urban centres alone will 
result in a change to 30 of the 48 current regions. 


This new configuration achieves 3 objectives: 
° it defines homogeneous labour markets to ensure the 
fair and equitable treatment of claimants; 


it provides a geographic base from which reliable 
estimates of the unemployment rate can be obtained; 
and, 


it ensures that economic regions are easily 
identifiable, both to claimants and to CEIC staff. 


This new set of regional boundaries will ensure that 
all UI claimants continue to be treated fairly and 
equitably. Because of these changes, the measured regional 
unemployment rate will more accurately reflect the state of 
local labour markets. Claimants in all regions of Canada 
will face program qualifying requirements and benefit 
durations which are in line with the reality of local labour 
market conditions. 


To enhance the stability and reliability of the 
unemployment rate estimates used in determining entrance 
requirements and benefit duration, applicable regional 
unemployment rates will continue to be calculated using a 
seasonally adjusted 3 month moving average. This method 
smooths out erratic variations in seasonally adjusted 
monthly unemployment rates and the effect these would have 
on claimant's eligibility for, and entitlement to, benefits. 
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NEW VERSUS OLD CONFIGURATION OF REGIONS 


NEWFOUNDLAND 

PRINCE EDWARD ISLAND 
NOVA SCOTIA 

NEW BRUNSWICK 

QUEBEC 

ONTARIO 

MANITOBA 
SASKATCHEWAN 

ALBERTA 

BRITISH COLUMBIA 


YUKON/N.W.T. 


ANNEX I 


NUMBER OF REGIONS 


CURRENT 


48 


NEW 


3 


18 


62 


ANNEX IT 


URBAN REGIONS UNDER THE NEW SET OF BOUNDARIES 


URDAN HROEGLVYNS UNMON 25) see 


PROVINCE 
Newfoundland 
Nova Scotia 
New Brunswick 


Quebec 


Ontario 


Manitoba 
Saskatchewan 
Alberta 


British Columbia 


Total 


NUMBER OF REGIONS 


1 


al 


10 


26 


URBAN AREA NAME 
St..,JOnn ss 
Halifax 

Saint John 


Montreal, 

Quebec City, 
Trois-Riviéres, Hull, 
Chicoutimi-Jonquiére, 
Sherbrooke 


Ottawa, Oshawa, 
TOronte: 
Kitchener-Waterloo, 
Hamilton, 

St. Catharines, 
London, Windsor, 
Sudbury, Thunder Bay 


Winnipeg 
Regina, Saskatoon 
Calgary, Edmonton 


Vancouver, Victoria 


ANNEX III 


MAPS OF NEW REGIONAL BOUNDARIES 
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